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PREFACE 


On September 25 1985 Governor George Deukmejian signed into law A B 
2104 (Chapter 965 of the Statutes of 1985) This legislation established under 
the administration of the California State Archives a State Government Oral 
History Program "to provide through the use of oral history a continuing 
documentation of state policy development as reflected in California’s legislative 
and executive history" 

The following interview is one of a senes of oral histones undertaken for 
mclusion m the state program These interviews offer msights mto the actual 
workings of both the legislative and executive processes and policy mechanisms 
They also offer an mcreased understandmg of the men and women who create 
legislation and implement state policy Further they provide an overview of issue 
development m California state government and of how both the legislative and 
executive branches of government deal with issues and problems facing the state 

Interviewees are chosen primarily on the basis of their contributions to and 
influence on the policy issues of the state of California They include members of 
the legislative and executive branches of state government as well as legislative 
staff advocates, members of the media and other people who played significant 
roles in specific issue areas of major and continuing importance to California 

By authonzmg the California State Archives to work cooperatively with oral 
history umts at California colleges and universities to conduct interviews this 
program is structured to take advantage of the resources and expertise in oral 
history available through California s several institutionally based programs 



Participating as cooperating institutions in the State Government Oral History 
Program are 


Oral History Program 

History Department 

California State University, Fullerton 

Oral History Program 
Center for California Studies 
California State University Sacramento 

Oral History Program 
Claremont Graduate School 

Regional Oral History Office 
The Bancroft Library 
University of California Berkeley 

Oral History Program 
University of California Los Angeles 

The establishment of the California State Archives State Government Oral 
History Program marks one of the most significant commitments made by any state 
toward the preservation and documentation of its governmental history It 
supplements the often fragmentary historical written record by adding an organized 
primary source enriching the historical information available on given topics and 
allowing for more thorough historical analysis As such the program, through the 
preservation and publication of interviews such as the one which follows will be of 
lasting value to current and future generations of scholars citizens and leaders 

JohnF Bums 
State Archivist 

July 27,1988 
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[Session 1, April 11 1989] 

[Begin Tape 1, Side A] 

LAGE Let me just start by saymg that you were interviewed m 1981 by the 

Oral History Office at [University of California at] Berkeley covering 
your legislative career as you remember 1 
BAGLEY I do recall 

LAGE So on this interview, for people who are readmg it, that s why we re 

not gomg mto that 

BAGLEY You assume someone is gomg to read it [Laughter] 

LAGE Oh of course We re gomg to start with your post legislative career 

and that began m Washmgton We re mainly mterested in your 
Washington experience and how it reflects on your ideas about state 
government and government m general 

BAGLEY 111 start with an old saw of mine If you ve played Peona, you want 
to play Broadway So having played Sacramento up until 1974 and 
having run for controller that year which is an entirely different 
story, I got at least 50 percent of my wish My wish was either to 
move up or get out, because you can t stay in the legislature all your 
life You become jaded So I got 50 percent of my wish I got out of 
the legislature 

At that time President [Gerald R ] Ford was m office 
[Donald] Don Rumsfeld was chief of staff Don was and is a friend 
Through another mutual friend, a lady lawyer m New York who was 
one of [Vice President Nelson] Rockefeller s mam advisors Don 

1 William Bagley, Some Complexities of Social Progress and Fiscal 
Reform, an oral history conducted m 1981 by Gabrielle Moms, in The Assembly, 
the State Senate, and the Governors Office, 19581974 Regional Oral History Office 
University of California, Berkeley, 1982 
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learned from her Rita Hauser, that I would like to come to 
Washington So this is now December January of 1974 75 

Parenthetically, I had talked to [Governor Edmund G ] Pat 
Brown [Sr ] about gomg mto his law office but he told me My son s 
governor I can t go to Sacramento anymore I m sitting with Pat m 
his office on January 15,1 remember exactly m Beverly Hills, I get a 
call from the White House saying m effect, Please come back 
Had you seriously considered gomg mto Pat Brown s office? 

I didn't have a chance to I mean, it was that quick So I went back 
to the White House and to the old Executive Office Building for an 
interview, and I was approached with being chairman of the 
Commodity Futures Tradmg Commission And I, without the 
expletives, What the hell is that? It was explained to me that this 
was comparable to the SEC [Securities and Exchange Commission] 
for the commodity world And actually, [Joseph] Joe Kennedy was 
one of the first commissioners of the SEC I said Well, I don t 
chmb mountains, and No, not only Joe Kennedy but Justice 

[William O ] Douglas At which pomt I said Look, I don t have a 
scotch franchise which Joe Kennedy had I don t climb mountains 
But I do have a young bade All of this being a facetious start of the 
situation 

The Commodity Futures Trading Commission was created by 
Congress m October of 84 with the idea of going mto busmess in 
April 

Seventy four 

Seventy four, with the idea of gomg mto busmess six months later 
There were four of us appointed m February I was appointed 
chairman At the time I was known to have said that I have 
absolutely no knowledge of or affinity with the subject area, which 
qualified me Because after spending all of my time basically as a 
volunteer m the legislature, you do know governments you know 
right from wrong, and if you re fairly educated, those three things are 
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good qualifications for office regardless of whether you know 
something about the subject area 

We took office, we were confirmed m the middle of April, the 
17th On the 21st the act went mto effect Monday the 21st We had 
two loaners if you will two lawyers who were loaned to us by the 
SEC who put emergency regulations together, and this is literally 
true They went down to the Federal Register on Thursday afternoon 
at ten minutes to two, two o clock is the deadline We had to get 
emergency regulations mto the Federal Register on Friday because 
otherwise there would be no authorization for the markets to operate 
on Monday We made it by ten minutes Government works 
wonderfully 

LAGE The lawyers hadn’t worked this out before 9 

BAGLEY Well, they had been working on a transition team for a few months 
We were confirmed on a Tuesday We met for the first time on a 
Wednesday or perhaps it was Thursday morning approved the 
emergency regs otherwise all of the markets we 11 describe what the 
markets are m a minute could not have opened on Monday Which 
would have been a wonderful governmental fiasco 

Interestingly, whereas m all other commissions, if you were 
appointed to the SEC or the FTC [Federal Trade Commission] or 
any other And in effect and m fact there are eleven regulatory 
commissions There are a couple hundred commissions, but eleven 
are what we know as the fourth branch of government combining 
executive, legislative and the enforcement of powers which 
incidentally is very bad government, and we can get to that if you 
remind me 

But unlike yourself getting appomted to a commission today, 
here we had five new appomtees, myself as chairman, no one of us 
knowing any of the others, and absolutely no body of law behmd us 
Not only no body of law, but no organizational format So not only 
did we then have to put out regulations for the next few months to 
get things gomg, but we had to decide the shape of the offices and 



4 


LAGE 

BAGLEY 


LAGE 

BAGLEY 


who reported to whom It was the most miserable experience of my 
life trying to be chairman. 

And incidentally the other four members of the commission 
had no commonality You know who is this guy from California and 
why is he chairman? No particular way of leadmg this Other than 
bemg chairman, you had no particular powers, unlike the legislature 
where the speaker appomts the chairmen of the committees and 
appoints the members you have a commonality Here you had five 
people who were strangers to each other 
Did they come from different fields as well'? 

Yes yes of course Trying to put something together It worked but 
you had to be a masochist to enjoy it 

One qmck httle story we did move mto a new building and 
the property manager We had a staff of about four or five 
hundred, ultimately spread m Chicago New York Minneapolis, 
Kansas City San Francisco, and Washington two or three hundred 
in Washington. So we had the property manager for the building, 
and the building had some balconies I said Gee give me the key I 
want to open the balcony And the fellow said, Oh, I hate to give 
you the key The last bmldmg I managed, one of the commissioners 
jumped out the window At which pomt I said. Why don t you give 
the other four commissioners the key don t give it to me 
[Laughter] That’s just a httle vignette 
Were the commodity futures tradmg operations not regulated 
before? 

They had been regulated m part by literally twenty six people m the 
basement of the Department of Agriculture with nothmg wrong with 
bureaucrats per se but just simply a httle bureaucratic bureau that 
regulated only the agricultural commodities And the regulation was 
veiy, very, very matter of fact It was not sophisticated at all There 
were the international commodities coffee, sugar, and cocoa, gold 
and silver, foreign currencies, nonagncultural I know sugar sounds 
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agricultural but it s international international and nonagncultural 
commodities were totally unregulated 

An example of the lack of sophistication of regulation m 
Chicago for a while until we moved to the Sears tower the office of 
the commission the office of the prior little bureau m the 
Department of Agriculture, was m the basement of the Board of 
Trade Building We the regulators were tenants m the basement of 
the Board of Trade I guess if the lights dimmed or the air 
conditioning wasn t good, the people had to go upstairs and tell the 
Board of Trade who we regulate Would you please turn the air 
conditioning up, it s getting a httle hot in the basement [Laughter] 
That was not state of the art regulation for the last quarter of the 
twentieth century in which we then were So without going through 
the whole, whole routme 

LAGE Did you have much of a staff 9 

BAGLEY We started getting staff I mean, everything had to happen at once 
We had to get staff, we had to move, we had to pass all lands of 
regulations for the first several months because Congress had 
dictated, within three months you do this within six months you do 
that We created a body of law Every time you signed your name 
you made law, because we were putting out new regulations weekly, 
obviously with staff that we recruited mostly from the SEC 

And incidentally, if you re a young lawyer and you’re working 
with another regulatory commission, it s sort of a challenge to go into 
a brand new commission So we got some damn fine people Again, 
I m trying not to give you specific examples of the type of regulation 
But basically we had to, as I said create a body of law 

When we went to court however obviously there were no 
appellate cases delineating, defining our authority So for the first 
year or two when we tried to get an injunction against some 
untoward activity uniformly we would lose m the district court and 
then we would have to go up to the court of appeals to win, which we 
then did 
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We got involved with a lot of extraneous matters The 
commission was supposed to regulate exchanges Without going mto 
detail there are eleven exchanges three in Chicago four m New 
York, and then scattered around the country Well m addition to 
the exchanges there s a whole sub rosa commodity co mmuni ty of 
sales of London options is an example They're not regulated 
They're not regulated by anybody The industry got a little smart as 
the act was gomg through It preempted fifty states’ blue sky laws, m 
other words, it preempted local regulation, because they didn t want 
fifty one regulatory bodies Well, that left the attorneys general and 
the securities commissioners of fifty states without the authority to 
regulate some of these off market transactions 

We had all lands of scams gomg on, hydra headed scams if 
you will You put one guy out of business, and he and his staff would 
move around the corner and you get four more offices that would 
open. These were the sort of lie by day and fly by night non 
exchange non major brokerage house sales operations, which were 
really boiler rooms When you get down to the major houses, the 
Merrill Lynches of the world they're not crooks They have their 
reputation at stake And the exchanges themselves tiy to self 
regulate although that s an interesting story because there s a lot of 
peer group pressure not to regulate You re not supposed to trade m 
the bathrooms, you re supposed to trade on the floor You re not 
supposed to trade ahead of your customer, you re supposed to trade 
for your customer All of those lands of things had been gomg on 
and, frankly, I think still are But the overview was that we started a 
brand new body of law 

LAGE Did you have the power to regulate these smaller people 1 ? 

BAGLEY Not really, because we were supposed to regulate exchanges 

LAGE So that was sort of a hole in the legislation 1 ? 

BAGLEY We ultimately put some of them out of business by simply enjoining 
them on the basis of fraud But here we were a brand new regulatory 
agency, again, with no precedence We couldn t go to court and say, 
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We did this last year to this guy, therefore do it to the second guy 
No precedence 
Sounds like a great challenge 

The governmental processes are Frankly the process is more 
important than the product That s a paraphrase of General Electric 
If the processes are right, the product ultimately is gomg to be right 
The most important thing, other than the httle history that I just gave 
you which is really unimportant is a perception of the regulatory 
agency which incidentally And I ve got to give you history agam 
The ICC [Interstate Commerce Commission] started m 1887 
because then [U S ] Senator Jack Regan from Texas did not like 
[President Benjamin] Ben Hamson, who had been a railroad lawyer 
who was then president didn t like him the president, having a 
Department of Transportation regulating railroads So a new bill 
was passed creatmg the ICC The ICC s been around for a hundred 
years And the concept, and it had to be declared constitutional, was 
as I say to have rule making which is legislative power, executive 
enforcement power and judicial power all m the same agency That 
is simply bad government The American Bar Association way back 
m the thirties tried to change that whole format The format is now 
m concrete and will never be changed 

But what happens is, particularly m the enforcement arena, 
fust we make a rule and then we interpret our own rules and charge 
you with some kind of a commodity fraud Our staff would tell us m 
the initial investigation, which might be fifty sixty a hundred pages 
what a rotten apple you were We then would authorize a full 
fledged investigation with subpoena powers and whatnot And then 
the staff would come back with another report after the full fledged 
investigation telling us you re really a rotten apple And then we the 
commission it s all the same people doing the same thing would file 
a formal accusation against you to take your license away 

The staff m the meantime m the hallways and the bathrooms 
is saying, "Well, we’ve got this rotten apple" And then another 
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person would come by and would be known as the second rotten 
apple all combmed m a web of accusations You, the accused, all 
you could do is file papers back You couldn t talk to us But within 
the building the staff is talking to you all the time saying what a 
rotten apple you are And finally you get a hearing before an 
administrative law judge who of course, is supposedly independent 
but is part of the agency The administrative law judge knows that 
the commission wants to get rotten apples because Congress is on 
their tail to get all of these temble rotten apples that are in the 
industry So the administrative law judge is gomg to clamp down on 
you, the rotten apple It s incestuous enforcement 
LAGE Did you see abuses and 

BAGLEY And you saw this all the time, yes Even though you were the rotten 
apple Even though m retrospect you were one of the worst 
operators m the industry compared to a courtroom situation, 
compared to the separation of powers that we know of this is 
government frankly like it s operated m Europe where you have the 
parliament ministers and government all m one entity rather than a 
separation of powers And there s absolutely no question that it is a 
very, very unfair unjust, inequitable system But it s now operatmg 
not only m Washmgton but through various agencies of state 
government which operate, make the rules enforce the rules, and 
then they judge their own rules vis a vis an accusation that is brought 
before them, the entity 
LAGE But there is appeal right 

BAGLEY There is an appeal called for m the Commodity Futures Trading Act 
and the same thing is true mostly around the states to an appellate 
court, but the only appeal is whether or not the judgment was 
arbitrary and capricious The definition of arbitrary and capacious is 
whether there is evidence which could reasonably uphold the finding 
Well, of course there s evidence that will reasonably uphold the 
finding 
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There s a solution, and I ve proposed it I didn t have the 
power didn t have the tenure, didn t have the credibility If you re in 
Washington only for three or four years You can t do anything 
back there unless you re there for ten years, and that s punishment 
beyond the pale The solution is to have the administrative law 
judges and the legal judging function separately Have a separate 
agency that handles all administrative heanngs separate from the 
entity that makes the rules and brings the charges It s that simple 
LAGE That does sound simple 

BAGLEY It never happened Anyway, that s one aspect of the process that I 

did not like Another aspect which you mentioned to me is the whole 
question of freedom of information And that’s fascinating I was 
the author of several freedom of information bills and have plaques 
on my wall from [journalism fraternity] Sigma Delta Chi saying what 
a wonderful freedom of information person I was Washington is a 
company town The antennae of the bureaucrats droop when they go 
beyond the beltway They just don t understand the outside world 
Now, that s an exaggeration, but there s also some truth in it 

The concept of an open meeting and dialogue between the 
public and the regulator is absolutely foreign Now, m just the time I 
was there, almost coincidentally and having nothmg to do with cause 
and effect, Congress passed what they called the Sunshine Act which 
says that commissions must meet openly 

Washington is thirty years behind California In California, 
we had the Brown Act passed in the fifties 1 and the Bagley [Barry] 
Keene Act passed m the sixties 2 We m California are accustomed to 
open meetmgs We re accustomed to public participation 
Newspapers m California If you have a httle secret meeting of 

the Mosquito Abatement District in your home town, there will be a 
headline saying, No no ' 


1 A.B 339,1953 Reg Sess Cal Stat ch 1588 (1953) 

2 AB 495,1967Reg Sess, Cal Stat ch 1656(1967) 
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Washington press operates entirely differently They satiate 
their thirst on leaks They don t want to attend all these meetings 
They would much rather get a little leak and blow it up and make 
news out of it And I m not exaggeratmg m that comment So you 
don t have the press as a watchdog I went to the Washington Post , to 
Mr [Howard] Simons, the executive editor, and said, My God, why 
don’t you spend $50,000 or $100,000 and send a few people to some 
of these meetmgs which are supposed to be open? 

First of all, m Washington, every place except the Commodity 
Futures Trading Commission and I bet this has changed after I left, 

I know it did you have to sign up to go to the meetmg That s an 
impairment of your right If you have a right to go to a meetmg, 
government ought to be able to frisk you, but 111 be damned if they 
should ask you who you are, why you re there, and who you re 
representing to sit m an audience You try that in a city council m 
Sacramento and the Bee will be on the council s neck You can t 
come m unless you sign up In Washington you sign up before you 
come m There are guards at the door You can t go upstairs until 
you say not only who you are and be frisked, which is OK, but why 
you re there and who you’re gomg to see That s an abridgement of 
the first amendment and it s an abridgement of open government, 
but it is totally extant m Washington, and that s too bad 

And I grant you we’re not talking about a town hall we re 
talking about larger government We re not talking about people 
gettmg up m the middle of meetmgs and making speeches That may 
happen m a town hall, and I m not saying that should happen in 
regulatory meetmgs But at least the public ought to know what s 
gomg on In California and it is law and practice any documents 
circulated to a majority of the quorum, let s say five commissioners 
or five council people is a pubhc record when a document is 
circulated That document might be circulated days before the 
meeting In Washington that is just not law, and it s not practiced 
So here the commission has all these documents that they’re talking 
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about and reading from, and the audience has no idea what they’re 
talking about and doesn t even get a piece of paper except for the 
Commodity Futures Trading Commission, because we handed 
everything out But I know within a month of my leaving they 
changed that 

Did you feel the commissioners raised their eyebrows at the way you 
ran it? 

Oh, they thought that I was a renegade but they allowed me 
They couldn t do much about it Nobody really objected But every 
once m a while, This is private information. We ve got to discuss 
this Yes Totally different frame of mind than we have m 

California And unfortunately I see no way that that frame of mind 
will be changed m Washington. 

One funny little story, within about a year after I was there 
If you are a bureaucrat and you possess a confidential stamp a 
httle stamp that says ‘confidential that s probably a sign of 
authority These people are accustomed to having a httle stamp that 
they can stamp confidential Well, we didn t have any provision for 
there wasn t any delegated authority to others to stamp things 
confidential People went out and bought their own blessed stamps 
so that they could write memos to me say, as chairman, and stamp 
them confidential So out of the blue I start gettmg these four five 
ten page memos stamped confidential This is absurd In effect, it s 
counterproductive because if you stamp something confidential, then 
people want to look at it 

Anyway, I told again my property services manager, a fellow 
by the name of Joe Mink, Joe, you go around this building and you 
get every one of these confidential stamps and you put them m a 
plain brown paper bag and deliver them to me And I shall deep six 
them into the Potomac [River] Well, that became sort of a joke 
around the office Joe brought these httle confidential stamps, about 
ten of them, m a brown paper bag And somebody said, Are you 
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going to deep six them mto the Potomac 7 And I said, 'Yes, why 
not 7 

And there is a picture that was taken by UPI [Umted Press 
International] of myself on the Memorial Bridge throwing the stamps 
m the river The interesting thing is that the story never ran in the 
Washington Post or Star The further away you got from Washington 
and we had a chppmg service, and I have chppmgs that are at least 
two mches high the bigger the story the more the city editors were 
attracted to the fact that somebody was trying to deconfidentialize 
government m Washington 
LAGE But it didn t go m Washington 7 

BAGLEY But it didn t go m Washington, which is a fascinating little pomt 

Anyway we threw the stamps m the river, just as an indication of my 
feelings on that subject 

Fm running off the mouth at you The term of office, just to 
complete this part was a five year term I didn t go back there to be 
a career person I went back, as I said because if you play Peona, 
you want to play Broadway 

In the meantime 1976 came by Ronald [W ] Reagan ran 
against then sittmg President Ford Ronald Reagan caused Ford to 
lose Ronald Reagan caused [President James E ] J immy Carter 
Because if Reagan had not run against Ford m the primary there 
would have been a much more acceptable situation for Ford to 
become He was the incumbent Ford lost and I say Reagan 
caused it and we got Jimmy Carter And that s another subject 

But Carter came mto office I still had a term of about three 
more years and every few months someone from the Carter White 
House would call this particular person, a fellow by the name of 
DeJong Franklin who was a major White House guy out of Georgia, 
and he would ask me m an accent Bill, how you doin’ over there 7 
I m domg fine He d say, How s your plans comm along to leave 7 
[Laughter] Because I had told him you have to go see the new 
administration as a chairman I had told him 'Yes I m not going to 
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stay here I m going to leave But every six months he would say, 
How’s your plans comm along to leave 9 

Well we had a four year sunset on the act so that Congress 
has to reauthorize the CFTC every four years And basically I stayed 
three years and rune or ten months stayed until we got reauthorized 
by Congress and left m 1978 or 79,1 honestly can t remember which 
year And that was the end of that httle stmt 
Now aside from their urging you to get out were there other changes 
that occurred because of Carter to your own job 9 
New commissioners were appomted 
Others had resigned 9 

No, they were appomted in staggered terms You have to start with 
staggered terms five year term four year term three year term, 
two year term, and one year term So we had staggered terms 

I tried to accommodate I brought m the former executive 
director of the Massachusetts Democratic State Committee as a 
congressional relations person [House Speaker Thomas P ] Tip 
O Neill called and said he had his very good friend [Edward P ] 
Eddie Boland who was elected with Tip and hved with Tip, whose 
godson wanted to be general counsel of the Commodity Futures 
Tradmg Commission We interviewed the guy, he was a pretty good 
guy, a mce Irishman from Massachusetts So we appomted [John] 
Jack Game an active Democrat, as general counsel I tried to be 
ecumenical but some of the 

You know the White House has a mentality I don’t care 
what White House it is the [President Richard M ] Nixon White 
House the Carter White House, the Reagan White House Maybe 
it s kinder and gentler today, but they’ve got to play hard ball 
They’ve got to ferret out everybody that isn t one of theirs So part of 
this conversation I d have with this man who was veiy pleasant to me 
But the background was that we were known, because we were 
the only commission around at the time Carter came in with five 
sittmg Republicans with terms and particularly the chairman We 
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were thought of as a bastion of Nixon Republicans, even though 
Jerry Ford had appointed us There weren t any untoward changes 
We tried to accommodate 

Congress of course, is the fountainhead of commissions You 
had basically delegated authority from Congress So you watched 
Congress more than you watched the White House And 
incidentally, there was a big fight between the SEC I beheve this 
is while President Ford was still president The SEC was 
immediately jealous Turf oh, turf in Washington is more 

important than anything else 
LAGE More so than here 7 

[End Tape 1, Side A] 

[Begin Tape 1 Side B] 

BAGLEY So the SEC was jealous was trying to take power literally threatened 
to sue us a few times because we were domg things that they thought 
they should do I want to mention one aspect there in a minute But 
the SEC wanted control over this whole area They 11 never get it for 
a very simple reason even though the commodity futures trading 
industry is no longer agricultural and 111 describe that m a minute 
the committee of origin the committee with jurisdiction, the 
committee that started the CFTC, is the House and Senate 
agriculture committees The House and Senate agriculture 
committees will never give up jurisdiction, and if they gave the 
commodity industry to the SEC they would lose jurisdiction It s not 
just jurisdiction it s campaign contnbutions They found a whole new 
industry out there to get massive amounts, you know, thousands here 
thousands there of contnbutions, and they am t never gonna give it 
up 

Now I did say m one last sentence that the commodity futures 
industry is no longer just soybeans and sowbellies You have gold 
you have silver anything that s become volatile Oil was not volatile 
Oil is now volatile See, you have a gasoline futures market You 
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have an oil futures market You have a diesel fuel futures market 
Then the monetary instruments We were the first to authorize these 
because we had the authority In October of 1975 we first instituted 
interest rate futures, Ginme Mae [Government National Mortgage 
Association] futures And I guess I ve got to describe why the 
markets are important in a second Then from there T bill [Treasury 
bill] futures Now you have stock index futures and that s where the 
SEC gets a little bit 

LAGE Now you say you instituted them? 

BAGLEY Yes There were not such things before, because before you had the 
CFTC Incidentally if you 11 look at a chart of growth its probably 
the only industry that with regulation Up until 1974 [it] was 
gomg along statically and then it spikes up like that, growth of 
transactions because a whole new host of commodities were created 
A commodity theretofore before 1974 was an agricultural crop 
which was literally named by Congress and that was it Commodity 
defined by the 1974 act is any item of goods or service which is 
traded on a futures market So it s a self creatmg definition You 
could have haircut futures if somebody thought that there was a 
market for buying haircuts today and thereby hedging against 
inflation So you have the oil markets You have all of the monetary 
interest rates instruments which afford insurance 

And the purpose of the market which I guess I should have 
covered earlier The futures market is the biggest insurance 
market m the world You have the speculator on one side which in 
effect sells insurance, but who is buying insurance? You buy 
insurance by selling your crop as a farmer You buy insurance by 
selling your mortgage as a mortgage broker Therefore you insure 
against the rates going up You sell a future in a mortgage for a 
building you haven t yet built, thereby gettmg your mterest rate fixed 
You don't sell the mortgage, you transact on an mterest rate future 
that is comparable to the type of mortgage that you're gomg to put 
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on your $100 million building If you are in foreign trade you hedge 
m the currencies m order to insure and lock you mto your profits 
The farmer does the same thmg with his or her com crop 
sells the com m March at a price that he or she thinks is going to be 
profitable m August when the crop is harvested regardless of what 
the crop price is m August If you are m the com flake business, you 
buy the com m March and lock m the cost of the goods to be sold 
regardless of the price of com six months out You re buying and 
selling insurance And that market grew tremendously 
Did it grow because of economic conditions, or because 
No, it grew because we now could put all of these other commodities 
on the market, and instead of a dozen commodities there are now 
fifty commodities 

Very mterestmg Was that foreseen by the people who wrote the 
act? That was the purpose of it? 

It was foreseen by the industry Because without that o mni bus 
definition and without that omnibus authority, you never would have 
had interest rate and stock type index futures, because you would 
have had the Federal Reserve Board, you d have the Treasury and 
you d have the SEC all fighting over jurisdiction Unfortunately for 
those people they didn’t have jurisdiction Congress gave it to the 
CFTC And the industry grew tremendously It is probably the only 
example m the world of an industry I mean, it grew by 1000 percent 
in the first five or six years growing because of regulation 
Even though you might have been frustrated by that it seems like it 
would have been an exciting time to be there In the beginning 
Yes In retrospect yes But there were very few goose pimples Life 
has to have goose pimples This wasn t as exhilarating as 
Perhaps when I talk about it, it sounds exhilarating but it was 
frustrating and ministerial, and particularly because of the 
atmosphere m Washington which, as I said, is sort of a company 
town. Oh, it s personally m retrospect fun I certainly met a lot of 
people, made a lot of friends that I wouldn t otherwise have had But 
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from a standpoint of a month to month way of living it s not that 
excitmg 

So you came back m ’78 to California? 

Either 78 or’79 I honestly forget which I think it was 79 
I think I got the date ’78 from somewhere 
I don’t know I can t remember which I guess I could look at the 
calendar I m almost sure it was 79 And we found that housing in 
California had quadrupled We sold the house for $ 120 000 and 
came back and looked at the place and said Gee I d like to buy it 
back It was worth $400,000 in four years And I had sold another 
I don’t have any major money, but I had sold another small 
apartment for $120,000 and that was worth $400,000 So those four 
years cost me $300,000 each on the house and the apartment house 
It cost me $600,000 just to be in public service [Laughter] And I 
didn t get a finder s fee for all these thmgs I mean, if I d have gotten 
10 percent of this industry mcrease, I wouldn t be sitting here with 
you today [Laughter] Perhaps I d be m Mexico hidmgout 
Anyway, that s an aside which I pomt out 

So we came back and started the practice of law And it went 
from 1979 to 82 when my friend George Deukmejian ran for 
governor 

Now had you been close to George Deukmejian w the legislature? 

In the legislature, our gang [Assemblymen Robert] Bob Monagan, 
[Houston I ] Hugh Flournoy [John] Jack Veneman, and myself were 
know as the Young Turks We were elected in 1960 George 
Deukmejian was elected m 62 I ve been known to say that he 
abandoned all ancestral quirks, and he an Armenian, jomed our 
band of Young Turks Which is true He became one of our guys 
George went to the senate m 1967 That s an mterestmg 
aside In reapportionment because of Baker vs Carr 1 and Silver vs 
Jordan 2 m the sixties, the senate had to adopt a one man, one vote 


1 Baker vs Carr, 369 U S 186 (1962) 

2 Silver v s Jordan, 241F Supp 576(1965) aff 85 S Ct 1572(1965) 
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posture rather than county by county by county Prior to that, 
[William] Bill Simon represented Mono Inyo and Alpine [counties] 
at 15 000 people [Thomas M ] Tommy Rees represented [Los 
Angeles] L A. County at 7 million That was the disparity 

So twenty some odd out of forty senate seats moved south 
George Deukmejian was m Long Beach, and he got a senate seat 
George wasn t concerned about his lmes so much as the district 
number The best thing in politics is a free nde If you have an odd 
numbered district you come up [for election] m off statewide 
election years What George negotiated for was an odd numbered 
district I don t really remember what let s say twenty seven 
Is that better for Republicans 9 

It s better for anybody because he had a free nde and could run for 
attorney general three times and still be in office 
Oh I see 

We m the assembly When I ran for controller, I lost I was 
$50,000 m the hole nobody even wanted to pay my deficit But if 
you have a free nde, my friend, then you can still run for office and 
still be m office 

For someone who was looking ahead 

George was looking ahead George was looking ahead In his mind, 
he was gomg to be attorney general and I don t know if he thought 
about governor But he ran in 1970, and he lost He ran m 1974,1 
think, and then he ran in 1978 and won Always with the senate 
office remaining because he came up m the off gubernatorial year 

So we were all friends and George calls me I guess we go 
back to the campaign I signed up early with a committee of one 
hundred, the phony committees that are started to evaluate the 
campaign That s the first step when somebody starts r unnin g You 
appoint a committee to evaluate whether or not to run. Obviously he 
was running 

We won t go through the campaign But were it not for the 
fact that [Lieutenant Governor Michael] Mike Curb didn’t register to 
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vote and didn t register for the draft, then George Deukmejian 
wouldn t be there Curb was the little boy successor to Ronald 
Reagan in the minds of some of the old Reagan kitchen cabmet 
the Holmes Tuttles and the Henry Salvatons They were promotmg 
this kid Curb George only won m the primary by 90 000 votes I 
think it was 

LAGE Curb didn t have much 

BAGLEY He didn’t have anything going except that he had the support of the 
old Reagan people who thought that they’d have a last hurrah if they 
could create another entity that was theirs Well George beat him 
George was our friend, and George asked me two or three times, he 
said Gee Bill, I’d like you m the administration And I said, 
George I ve been to Sacramento I don t want to commute I won’t 
move Please, 111 do anything for you for nothing but don t bring me 
to Sacramento That was November December January February 
and I d see him once a month and we d have a conversation 

In the middle of April [1983] Actually, it s [Senators 
Kenneth L ] Ken Maddy’s and [William] Bill Campbell s fault 
because I went to a function on Thursday and I saw George, and he 
agam said Bill I would really like you to be a part of the 
administration He was looking for appomtments Appointments 
aren t easy to make He s got a thousand applicants But you want 
people you know, you want people that you can trust, people that are 
loyal to you people that are competent 

That was a Thursday mght when we had this conversation, 
and on Saturday morning, I m out m the garden m San Rafael and 
my then fifteen year old daughter comes running out at 10 30 m the 
morning and said Daddy, the governor s on the phone And I came 
m to the telephone and George said Well I know you don t want to 
go to Sacramento but the Public Utility Commission is housed m 
San Francisco To which I said Oh, shit 1 [Laughter] In effect 
You got me 

LAGE So you felt obligated 
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He then said Bill there s nine hundred people the [PUC] staff is 
nine hundred ' down there and I don t know a soul I felt obhgated 
on one hand But it wasn t all altruism You are something of a 
public figure You are a friend of the governor s The governor’s 
gomg to sit there for eight years And when the governor asks you 
directly to do something you don t say no and still remain a close 
friend of the family So we went on the PUC 
[Interruption] 

Was the PUC a full time commitment 9 Or could you contmue with 
your 

No no no The PUC, unlike a lot of advisory commissions, is not 
only full time but when you talk about the process it is again 
another terrible form of government Unlike the court where you, a 
judge, may sit on one case at a tune, you have five commissioners 
you have forty administrative law judges They are hearing forty 
cases at a time And we meet we/they, we then, they now every 
two weeks You have thirty or forty items on the agenda You 
handle probably two thousand cases a year And unlike a judge, 
you re not handlmg one case you can t read the briefs you don t 
hear the testimony It is physically impossible to read the material 
which is supposedly the basis of your decision You never read the 
briefs 

Are you carrying out judicial functions also 9 
Oh, yes, yes Oh, and there are laymen sitting there making judicial 
Back to the CFTC, it hurt me to have to explain to one of the 
appomtees who was a cotton guy out of Mississippi what the words 
due process meant He had never heard of it He had heard the 
words but he never thought of it due process, due process what 
does it mean 9 There’s a body of law two hundred years old and it s 
what due process means and here this poor guy didn t understand 
what the phrase meant But there s a lack of due process at the 
PUC, because you can t possibly read the briefs You never read 
them 
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So the commissioner s acting as a judge also? 

We re back to that combination of you re making the rules you re 
enforcing the rules and then you re judging what s bemg done And 
you re judging, m this instance, not as an administrative law judge 
who has heard the case but as someone who takes the administrative 
law judge s decision, who has a staff of a couple of private I don t 
mean private m a nongovernmental but personal staff people who 
supposedly analyze these things for you And at the last moment you 
have a flurry of amendments that are bemg proposed by staff and by 
other commissioners you still haven t read any of the briefs and 
here you are m a Wednesday morning meetmg and you decide these 
cases and there will be twenty or thirty of them all at once 

Maybe only one or two are important m the overall sense A 
lot of them are licensing cases, truckers who are losmg their licenses 
But to that trucker that s the most important case on the agenda 
But you don t look at the briefs of that trucker as to why he lost his 
license Agam we re back to that same syndrome that occurs at 
CFTC The staff guys have said, Look, the guy’s tires are bare The 
guy has no insurance and he ought to be off the road So you bang 
on the table and you put him off the road never seemg what his 
defense, even if he had one was Bad government Totally 
impossible to have any kind of a judicial approach when you have 
twenty and thirty cases on an agenda every two weeks You can t 
possibly read the material Bad government 
And this must be just one aspect of this job this judicial What 
about policy settmg, and rate setting and 

That’s right I would say and that s a very good question that 60,70 
percent of the time, of the work, of the product is' legislative 
You re making the rules you re making policy you re settmg forth 
regulations for industries m a broad broad broad way But then 
when it comes to interpreting when it comes to implementing, when 
it comes to making a decision as to whether something was 
reasonable or not, that s a legal decision That s based upon fifty to 
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sixty days of hearings three feet high of transcripts and a half a foot 
high of briefs that commissioners can t read 
Now, did the other commissioners share your frustrations 9 
Well those that are lawyers should But if you re not a lawyer and 
you don t understand what due process means Oh hell it s just a 
bunch of papers another governmental chore I don t mean that 
they are that cavaher but it is a terrible position And again there are 
very few goose pimples at the PUC It is an awful job 1 [Laughter] 
[Laughter] We re getting a lot of feeling in this interview 
It works because the staff is good Human beings who are on the 
commission have some measure of right and wrong They are not 
arbitrary They are not bought and sold So they are trying to do the 
right thing But when you get down to the process itself it s not 
good 

What about the process relating to the legislative policy making 9 
Does that work better 9 

That works better You still can t read everything but neither can 
legislators read bills There is one aspect that you just reminded me 
of In one on one judicial proceedings you really shouldn t have ex 
parte communication, just like you and I don t go talk to the judge 
while he s deciding our case But in policy matters and m legislative 
matters and that mcludes rate making because rate making is 
policy it s not just a matter of deciding how much a given company is 
gomg to get m rates it s a question of dividing up a pie between the 
various types of users the commercial users the industrial users 
Without gomg into detail, you re dividing up the pie and deciding 
whether you re gomg in effect to give a subsidy over here and 
penalize somebody over here That s policy 
Social policy 

Exactly And that s therefore legislative Well, there damn well 
ought to be totally open communication between industry if you will 
the public, if you will, and the commissioners But there is a move m 
the legislature trying to stop all ex parte communication That would 
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make government even worse Because if you can t read the briefs if 
you can t concentrate on all the logical facts that are supposedly 
outlined m the briefs at least you ought to be able to talk to 
somebody And incidentally when the accusations When the 
industry comes m and fixes things if they did it once and got caught, 
they would be m such jeopardy that it doesn t happen You don t get 
through ex parte communication new facts It is simply a person m 
the outside world knowing damn well that you can t read the briefs, 
beggmg you to listen to their point Because they know blessed well 
that you haven t gone through all of the material 
And do you get representations from various groups consumer 
groups as well as industry groups? 

Sure you do, yes 

You had a pretty strong consumer group while you were on there 
You have Sylvia Siegel [head of TURN (Toward Utility Rate 
Normalization)], who is practiced outrageous, she’s calculatingly 
outrageous at times just to get her pomt across But she does a good 
job and obviously is there watching The staff itself talk about ex 
parte the internal staff not your personal commissioner staff, but 
the internal staff the civil servants the bureaucrats they are pretty 
much of a mind many of them anti busmess mind they have access 
to the commission all the time The industry not just the utility, the 
industry mcludes manufacturers, steel compames rubber, oil 
companies, who are the major users they’re on the outside And 
back to my whole pomt, they need to communicate Because, by 
God, the internal staff is there communicating every day Back to 
the same kind of pattern that we talked about at the Washington 
level 

You said the internal staff tends to be sort of anti business 
That’s too broad an accusation It wasn t meant to be an accusation 
Too broad an expression There are a lot of internal staff 
particularly the younger people who come all fired up that they’re 
gomg to control these utilities Well sure, the utilities are a 
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monopoly and we know they should be regulated On the other 
hand, you can t turn the screws down controlling everything they do 
all the time and accusing them of being unreasonable m everything 
they do That s an attitude of overregulation It s probably endemic 
to someone who gets out of school and becomes a regulatory 
employee You have to curb that If you didn t curb it Thats 
why you have a commission You don t really have to have a 
commission You could have just a bunch of bureaucrats sittmg 
there turning the screws down 

Did the commission reflect a certain political point of view 9 
Yes I was the first Republican appointee The commission isn t 
partisan m the sense of Republican Democrat but let s face it, 
[Governor Edmund G ] Jerry Brown [Jr ] would have appointed 
people who were let s say, more liberal m the economic arena But 
even his appointees would vary among themselves And that s fine 

Commissioners have to be conscious of maintaining utilities 
as viable and profitable Otherwise you re not gomg to have 
investment in the utilities, you re not gomg to have the ability to 
follow the growth of California, and to produce So I don t care how 
liberal you are m the general economics you have to be damn sure 
that utilities are healthy 

So there s very little difference very little difference m the 
end result of let s say, the actual dollars that a utility makes There s 
a lot of difference m the approach How much freedom you give the 
utility to do things that they want to do versus regulating them down 
to the little dottmg the 1 s and crossmg the t s 
And did that change while you were on there 9 Were there more 
Deukmejian appointments 9 

Not really There was one other appomtee and then I left, because I 
had always said to George that I only wanted to stay a year or two to 
accommodate So I never really became a professional 
commissioner Some people want to stay there all their lives I don t 
know why, but some of them do I only stayed for a couple of years, 
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and then there was only one other Republican or Deukmejian 
appointee made during my tenure Leonard Grimes [Jr ] was 
chairman, or president, as they call him, and Leonard wanted to 
Was he a Deukmejian appointee 9 

No, he was a black fellow who came out of the insurance industry 
He was Jerry Brown’s head of Consumer not the Consumer Affairs 
Department, but the Agriculture and Services Agency And he had 
about three years left to get his full state pension So I I m proud of 
this I did arrange for him, when his term was gomg to be up, to be 
reappointed to a General Services job m Sacramento And that left 
a vacancy for the first appomtee, [Frederick R ] Fred Duda to come 
m to take Grimes s place 
As president 9 

No, no The president is basically elected normally just on a basis of 
tenure for one year, but more recently Commissioner [Stanley] 
Hulett said Gee if I m gomg to be president I d like it to be for two 
years so I can really do somethmg And he was accommodated 
And then [G Mitchell] Mitch Wilk came in from the governor’s 
office as a former governor s staff person, and said, Well, let s 
estabhsh this tradition of a two year chairmanship It s a matter of 
voting by the commissioners once a year 

Well, when you are a commissioner and you re there partly because 
you’re part of the Deukmejian family as I think you said do you 
communicate with the governor does he give you general overview 9 
Good question Jerry Brown used to run the commission Jerry 
Brown appomted John Bryson and told the other commissioners, 
speaking of presidency, that he wanted John Bryson to be president 
eveiy year, and so therefore, you the other commissioners, you vote 
for Bryson every year Bryson was, of course, president for four 
years Jerry was mterested m wind power and solar power and 
moonbeam power perhaps and mandated all those httle windmills 
that you see at Altamont Pass Those are vestiges of Jerry Brown s 
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swinging in the wind So he was in control because he wanted to be 
It depends on the personality of the governor 

George Deukmejian is almost shy And his method of 
operation is simply not to Also because he s conscious of the fact 
that the commission is supposed to be mdependent We never heard 
from the governor, plam never I would try to get his attention once 
m a while to pomt out the few little problems gomg on here and 
there, and I would talk to the chief of staff or the assistant chief of 
staff In my particular instance because we were m the legislature 
together, because George knows me and I know him, I would think if 
he ever thought to try to tell me what to do he wouldn t because he 
would assume and I m not bemg presumptuous that I d do 
something in a pattern of what he knew my pattern was But no, 
there was not an effort on George s part to communicate although, 
as I say Jerry Brown was trying to run the whole thing Different 
approach 


[End Tape 1 Side B] 

[Begin Tape 2 Side A] 

LAGE You mentioned turf earlier Was there a problem with turf m this 

commission 9 I m thinking about the Energy Commission and 
conflicts there 

BAGLEY There really shouldn t be a PUC and an Energy Commission The 
Energy Commission was inaugurated instigated and started by the 
legislature m, I think, 1973 as a reaction against some of the very 
very conservative Reagan appomtees to the PUC They were doing 
nothing basically The legislature got upset passed the Energy 
Commission law which created different jurisdictions and Reagan 
signed it 1 

LAGE And Reagan signed it 

BAGLEY Reagan signed it 

LAGE You were m the legislature then 9 


1 A.B 1575,1974 Reg Sess CalStat ch 276 
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I was in the legislature in 73 
Was it something you supported 9 

I didn t pay any attention So that I don t sound cavalier I was 
mvolved m massive welfare reform massive tax reform, and I wasn t 
mvolved m energy reform The bill went through without too much 
controversy [Senator Alfred E ] A1 Alquist and [Assemblyman 
Charles] Charlie Warren I literally don t remember voting on it 
You know there are ten thousand votes a year that you cast up there 
It didn t come to any of my committees and I literally don t 
remember what happened on the floor But it wasn t a controversy 
But it has become a turf fight because there are overlapping 
jurisdictions And really they ought to be consolidated 

The Energy Commission m part has nothing to do because 
you don t have atomic plants being sited 
That s their mam thing is sitmg plants 

Yes And you don t have too many other plants being sited Unlike 
the PUC where you have two thousand cases a year, they may have 
twenty So there is a turf problem and there really is no reason for 
the two of them to exist 
Did that come into certain issues 9 

Oh yes I can t remember but I remember an instance where, again, 
staff the staff of the Energy Commission, would write up a report 
They were gomg to have twenty thmgs that they were gomg to do 
Half of them were proposed to the legislature Half of them were 
thmgs that the PUC did I called [Charles R ] Chuck Imbrecht who 
was then George Deukmejian s appomted chairman of the Energy 
Commission I was the only Republican on our commission And I 
said Ah, Chuck, what the hell are you doing 9 And he said Oh, it s 
all the staff The staff did it the staff did it, the staff did it In the 
meantime they were plotting up there to take jurisdiction away from 
the PUC I guess it s a game government people play you know 
What about staff 9 How much freedom does staff have 9 


LAGE 
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Pretty much freedom Staff is better I think, m San Francisco I 
know staff is better m San Francisco than it is m Washington In 
Washington you have this mcestuousness Your father was a GS 13 
so all you wanted to do m the world was become a GS 14 m 
governmental service And when you go home at mght you compare 
general government service numbers and government service 
conversations You don t go home to your neighbors who are a 
service station operator an architect, an engineer and a food market 
clerk At least m San Francisco people fan out and when they go 
home they lead normal lives The bureaucrats m Washington do not 
lead normal lives So your staff here is better They axe simply a 
broader based type of person And they are bright and they are 
educated I was amazed they read and write the English language 
Which m today’s world some of the kids don t as I m sure you know 
[Joseph E ] Joe Bodovitz was the executive director 7 
Yes General counsel was very strong and still is [Janice E ] Jan 
Kerr I used to call her the sixth commissioner And that s another 
problem with this commission domg a lot of legal work you ve got 
four laymen and myself on that commission 
You re the only lawyer 

At that time And when the general counsel says you can do this or 
you can t do it the laymen say yes or no General counsel has a 
rather inordinate power 
[Interruption] 

Let s finish up with the PUC because I want to spend a little time on 
your legal work, as it relates to the legislature I just noticed I think 
it was a newspaper article I came across you were dismayed with the 
sterile atmosphere at the PUC and you were gomg to shake them up 
a bit Now do you feel you did that 9 Was it possible 9 
I don’t think I changed anything of any consequence The 
atmosphere was certainly less sterile because I tried to make the 
operation fun I mean they never sang songs at co mmi ssion 
meetings before, but I would break mto limericks once m a while and 
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things like that But that s not of great historical significance No I 
don t remember any major change 

The other thing that was mentioned was that you were dismayed that 
they weren t willing to set broad rules, they did everything on a case 
by case basis Did it change along those hues 9 
OK Not necessarily cause and effect but I think there have been 
some changes Having five people, and bemg accustomed to a 
legislative arena, you take a look at the policy question, you hsten to 
a few people give you their arguments and you make a decision I 
don t remember the articles to which you refer but they are accurate 
I m saying this is absurd that it takes us a year, year and a half, to 
make a decision when m the legislature, m a committee, they can 
have a hearing m one day and pass a bill 

But again, these things have become institutionalized, and 
everything is referred to an administrative law judge and hearings go 
on ad infinitum I assume now if you take a backward look you get a 
more thorough job you get a more institutionally consistent product 
rather than five commissioners ad hoc making qmck decisions But it 
was frustrating And government of course works so slowly, and at 
times unbearably so I guess my major concern was this contmuation 
of this concept of the rule maker being the policeman and the judge 
and the jury all at the same time It s not good government 
It doesn t sound as if you maybe enjoyed the executive side as much 
as you did the legislative 

There s a lot of truth m that I don t mean to underestimate the 
importance The commission has a major function It s not just 
rates It s a whole gamut of economic policy that covers a large part 
of the economy of California Anyway, go ahead with wherever you 

Well is there anything else you want to add or should we move on to 
a 

I think we ought to move on 
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OK. In the earlier interview you mentioned that you engaged m 
public law or government law Now what does that mean? What s 
the nature of the law practice? 

I guess the nature of law practice has changed a httle bit too If 
people ask, and they do what is your specialty I m not going to 
give you a lecture on the law firm, but we have seventy lawyers 
Seventy? 

Seventy And practice the whole gamut of civil/busmess law I guess 
it s unfortunate but more and more today the practice of 
civil/busmess law mvolves government And so public law is just 
that It is on top of the table making t hin gs happen m the 
governmental arena That can be executive, that can be 
administrative or that can be legislative The lawyer who files a 
lawsmt and ends up m the Supreme Court takes five years to solve 
his problem If you can, agam, on top of the table make something 
happen that should happen administratively, you can do it m six 
months And m the legislature, sometimes you can do it m a week 
So what does that mvolve? 

Well, it mvolves making thmgs happen I personally am not a 
registered lobbyist We have five registered lobbyists out of our firm 
We have a Sacramento office But I certainly confer, I certainly 
assist I certainly give advice as to what should be done and can be 
done, what looks possible and not that Fm a grand strategist, but at 
times how you accomplish these things And it is a matter, and it 
always will be Common Cause to the contrary notwithstanding it s a 
government of people and not only of laws 

Two thirds of the battle is getting your phone calls answered 
The other third is having the right side and bemg credible Well 
how do you become credible? You become credible because you re 
known And so bemg known and knowing the people and the 
players is a damned important aspect of getting something done 
That's almost Civics 1 A. 

So bemg an ex legislator helps 


LAGE 



31 


BAGLEY 


LAGE 

BAGLEY 


LAGE 

BAGLEY 


LAGE 

BAGLEY 


I sort of still feel that I m a colleague, that these people are my 
friends It doesn t mean they adhere to anything I would say but at 
least you certainly get an audience and frankly without having to pay 
$100,000 m contributions every year 
That helps too 

If you don t have built m credibility and if you don t have the 
friendship to start with, you’ve got to cut a swath One way to cut a 
swath, as industries have to do these days is hand out contributions 
Obviously you have to do some of that You have to say thank you 
m this game If somebody does do somethmg for you, you have your 
client ready to say thank you Now that s not buying a vote that s 
just saying thank you for helpmg where I needed some help And 
that we do understandably 
Has that changed since your days in the legislature 9 
Oh unfortunately, it has changed tremendously This is not just Bill 
Bagley, if you talk to Bob Monagan and others who were there 
twenty years ago you get the same reaction Proposition 9 [Political 
Reform Act of 1974] 1 , which was supposedly campaign reform, 
passed as an initiative m 1974 brought about, caused the explosion 
of campaign contributions and expenditures 

Now how is that 9 It was just the reverse of what they hoped to have 
happen 

They insulated the lobbyists for a couple of years until the Supreme 
Court said it was unconstitutional The lobbyists not only could not 
contribute but could not even give advice as to to whom to 
contribute Theretofore, we all knew and this was of course the 
basis of the so called reform that we were all cozy and friends and 
buddy buddies with the lobbyists Now lobbyist is not an evil word 
Sacramento was a microcosm of every force m society all the way 
from the Humane Society to the oil industry So depending on who 
you re friendly with, it doesn t mean that the lobbyists are controlling 
everything 


1 Proposition 9 (June 1974) 
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But back to contributions, we knew that any given lobbyist 
let s say the Bank of America s as an example, would give you $200 
every election That was his budget That was the lobbyist s budget 
We never had a function never had a function m Sacramento a fund 
raiser Today there are twenty a week You could spend $20 000 
gomg to twenty different thousand dollar cocktail parties in 
Sacramento every week if you went to everybody’s function We had 
none zero Because if you had a function and invited Hal Broaters 
of the Bank of America and it were a $200 function, he d come and 
he d give you the $200, but you wouldn t see him for four years 
because that was his budget and we knew that was his budget So it 
was a personal thing 

When lobbyists were excluded from the contnbution process, 
a plethora of PACs [political action committees] was created You 
see, politics and physics are very similar vacuums attract There 
was a vacuum So the outside world had to fill the vacuum And the 
growth of PACs is absolutely cause and effect from 1975 forward 
after Prop 9 The PACs are impersonal You don t know who they 
are All you know is you ve got a whole pot of money m each of the 
PACs for all the mdustnes and all the labor And what you do 
because you re not dealing with your friendly lobbyist whose budget 
you know, you re dealing with this impersonal PAC then why not get 
$ 10 000 from them? They ve got the money And you don t even 
know who they are So you go after the money by having fund raisers 
m Sacramento the mght before the bank bill comes up That never 
happened And it s all caused by Common Cause and Jerry Brown, 
who sponsored Proposition 9 in 1974 And I mean that literally 

LAGE Now, has the mcreased campaign expenditures been a result of this? 

I also hear that as a cause With so much more money spent on 
campaigns, they have to do this 

BAGLEY It s almost the reverse There s more money available so you spend 
more money Oh sure, to be totally inclusive of all factors, TV is now 
a medium which was not used as much m the sixties and seventies 
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But hell TV was there We didn t have the money Campaigns cost 
$30,000 Campaigns now cost $300,000 The reason is, there is more 
money available It is literally true, because of Prop 9 
Has that affected the ethical makeup 9 

Sure Sure it has Another thing has happened, and that is the so 
called full time legislature which we voted for 1 
And it was another reform 

And that was another reform That caused people to leave their 
jobs, to get elected in order to buy groceries, rather than to come to 
Sacramento as a pubhc service having your law practice or your 
insurance business on the side In fact, if you ve got a law practice or 
insurance busmess on the side today, you re accused of conflict of 
mterest Whereas it was so much better when you went back home 
practiced your profession, earned your groceries m the outside world 
dealt with your constituents because you were home six months a 
year were part of the community, went to the Rotary Club or the 
Elks Club or your church or whatever m your district It doesn t 
happen anymore It has become much too professionalized And 
also mcest has set m, because you re gettmg more and more 
legislative staff members who become legislators and frankly have 
never had a job anyplace else m the world That s all too bad and 
that has changed to the worse 

Now as you observe the legislature m your own busmess, do you see 
the effects of professionalization 9 

Sure you do Oh, and the growth of staff It is outrageous The bill 
numbers change but the issues don t And sure, California has 28 
mill ion people as opposed to 14 million at some pomt m tim e thirty 
years ago The fact that the population has doubled doesn t make a 
damn bit of difference The issues are the same The arguments are 
the same We got along just wonderfully as colleagues trusting each 
other working with each other, without the obstacle of three, four, 
five, six, seven, eight nine, ten staff people And today if you aren t 


1 Proposition 1A (November 1966) 
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in a position as an ex legislator to be a friend of the legislator you go 
up there as an industry person, you 11 be swamped with staff you 11 
hardly ever see the legislator Yes yes, that s too bad 

What do you do about it? I don’t like government by 
initiative but one of these days you re gomg to see an initiative that 
cuts back on the full time aspect It will never happen There isn’t 
the motivation for it to happen But it was a much better system 
when we met for six months and we had one or two staff people 
rather than five or six or seven 

LAGE Do you think you could handle the business of today under that 

setup 9 

BAGLEY Sure I couldn t handle it economically And that’s an absolute fact 
So the additional aspect is you re limiting the universe of candidates 
to those who can either afford to hve on $40,000 or couldn t make 
$40,000 anyplace else m the world And there s a lot of the latter 
that are m office now 

LAGE It doesn t sound too encouraging from your point of view 

BAGLEY It is not 

LAGE What about leadership 9 While you ve been on the outside looking 

in, Leo [T ] McCarthy was assembly speaker and now Willie [L ] 
Brown [Jr ] 

BAGLEY The position is about the same The speaker has to have 

considerable power otherwise nothing at all gets done So even 
though I used to revolt at the power that Jesse [M ] Unruh had, when 
I was sittmg there without any voice at all because he had 
tremendous power I understand and state that the speaker has to 
have a confluence of power Otherwise you have virtual anarchy So 
to that extent, things haven t changed that much There will always 
be a minority fighting a majority And that s fine that s the way it’s 
setup 

There is another aspect of Prop 9, however, that has made a 
change Theretofore prior to 74 the alleged ostensible cozmess, 
that allegation was based upon the fact that you’d be out with your 
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colleagues hosted by some lobbyist damn near every night a week 
You know communications were much better Underprop 9 the 
lobbyists can t buy anything for you more than $10 a month 
He can t give you parties 

So no longer can the lobbyist walk into Frank Fat s with a half a 
dozen people and have a mce httle dinner where you talk things 
over Not necessarily talk over the lobbyist s busmess You re 
talking over your leadership situation. You re talking over who s 
doing what to whom m what committees And you re 
communicating You’re eating together and you re playing cards m 
the lobbyist s smte and you re having a few drinks and maybe you re 
even kissing the same ladies But by God the next morning you re 
not about to chop the other guy s head off because you have been a 
friendly colleague the mght before That atmosphere has changed 
179 degrees and that s too bad 
So there s less personal good feelmg that 

Therefore there s more partisanship Therefore, there s more dog 
eat dog Therefore, the mores of treating a colleague as a friend and 
not invading his or her district have changed 180 degrees 
In the old system, what did the lobbyists get in exchange for taking 
you out to dinner 9 

They sure as hell had access and they became your friend And 
there s no question that some guys Well this is still true now 
because of massive contributions Again I said the bill numbers 

change the issues don t After you re there ten years or so you vote 
no Let's assume you re a friend of the railroads, and you re 
known as the railroad s friend You sit on the transportation 
committee and you protect your friends m the railroads That used 
to happen probably because of friendship It now happens because 
of money 

So that hasn t changed The effect doesn t change 

No I m bemg superficial But after you are there so many years 

Let s put it m terms of philosophy If you are a very pro union 
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person you are going to continue to be pro union, you re going to 
vote for all their bills and against those that hurt them In the mind 
of the legislator all he or she s domg is representing what he thinks 
his constituency is That s normal 

But after a period of years you become categorized because 
you are votmg no for the fifteenth time It doesn t give you very 
much excitement and it doesn t add to the strength of the body 
politic Limitation of terms might be a solution, ten or twelve years 
On the other hand there are outstanding examples of people 
who have served twenty years, and government would be less 
effective without them So maybe you just let time take its course 
Reapportionment if you could get a fair reapportionment if you had 
contestable seats 
That seems to be a big change 

Out of the eighty seats there are only five or six that are contestable 
in the assembly ten max So the other seventy people are insulated 
If you had thirty or forty contestable you can t get eighty contestable 
because the districts are such that it s impossible but if you had a 
much more fair reapportionment, you would have so much better 
government So much better How do you excite the public about 
reapportionment 9 

That would be pretty sophisticated to get involved m that 
Yes yes 

OK. Well anything else you want to add about that or about the 
work that you do 9 I m not sure I have a good view of what kind of 
thing you do personally 

Personally, I am a San Francisco lawyer who practices statewide 
mcludmg Washington Again, I m not a registered lobbyist 
Does that keep you from domg certain things 9 
Ultimately, when it is of absolute necessity that I register, I will But 
I do not consider myself, because I m not a day to day lobbyist I 
don’t hawk the floors or the halls in Sacramento I m practicmg civil 
law I m practicmg transactional law And I m practicmg a lot of 
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governmental work solving governmental problems, but that doesn t 
mean hawking the halls m Sacramento 

An interesting aspect which we haven t covered, and this is 
not law practice but it s back to the governmental arena by statute a 
member of the PUC is appomted to the California Transportation 
Commission [Caltrans] So I started to serve on the California 
Transportation Commission m 83 I left the PUC m 85 or 86 and 
asked my friend, the governor, to continue to appomt me And to 
this day I serve on and was chairman last year of the California 
Transportation Commission That s fun That s once a month It 
takes me three or four days a month but it s a once a month meeting 
LAGE Now what does that commission do 9 

BAGLEY We are the control force over Caltrans, and any project over 

$250 000 we have to approve We have a five year so called State 
Transportation Improvement Plan for which by statute we allocate 
priorities five years out And it takes damn near five years unless 
you ve got a safety project or something We are supposedly 
allocating $1 billion a year to projects and it s a rolling five year 
budget So this year we will be allocating projects for 1993 94 In 
addition, transit prior to right now, had to do with highways 
subsidized through gas tax moneys, transit all the way from BART 
[Bay Area Rapid Transit] m San Francisco to Mum [Municipal 
Railway] in San Francisco to LA. Metro to a Tijuana Trolley in San 
Diego to Amtrak down m the valley So all of the funding We are 
the ways and means committee We are the finance committee of 
Caltrans But in addition we set the project priorities 
LAGE That s a big issue right now 

BAGLEY Very fascinating fascinating volunteer sort of job You get $100 a 
day and you spend $200 whenever you go to a meetmg 

[End Tape 2, Side A] 

[Begin Tape 2, Side B] 
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Does any of your public law work relate to transportation and 
utilities because you ve had so much training m that? 

Some of the public law work most certainly relates to public utilities 
While I m on the transportation commission I really can t and 
shouldn t solve transportation problems as a lawyer Although I ve 
been known to offer off ramps to be sexist about it to sweet little 
girls I say, Would you like an off ramp here? Sometimes they 
don’t know exactly what I m talking about, but it s fun 
I can see it would be a new approach 
Would you like an off ramp? [Laughter] 

[Laughter] Oh, now you made me forget my next question 
Which was, Where can you give me that off ramp? [Laughter] 

Well maybe we re gomg to talk about the whole damn 
transportation fiasco, but that s really a whole other interview We 
are out of money Why are we out of money? The fuel tax is the 
only tax that has consistently gone down over twenty years The tax 
is per gallon Tax is now rune cents per gallon 
Energy efficiency? 

By definition number one it is inelastic It doesn t go up with 
inflation Gasoline could be 50 cents which it was fifteen years ago 
or $150 which it was two or three years ago, or $100 which it is 
today you still only get mne cents a gallon Sales tax on shoes goes 
up with the price of shoes Sales tax on a gallon of gasoline does not 
go up with the price So whereas you ve had 100 percent inflation, 
you ve had zero, m the last twenty years increase because of price 
Secondly, and you said it you used to average thirteen miles 
to the gallon, and you’re now averagmg twenty six miles to the 
gallon, so you re paying one half the tax today that you were twenty 
years ago Revenues per gallon per vehicle are gomg down They’re 
gomg down like that, per vehicle In the meantime, inflation costs 
are gomg up like that and the highway system is getting older, so 
maintenance costs are gomg up, and rehabilitation This is 1990 right 
here, and m 1990 the revenue line meets the operation, maintenance 
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and rehabilitation line and there s zero left for new projects from 
1990 following That s the problem The solution is obvious 
And Deukmejian is pushing for higher gas tax, is he not 9 
Oh finally, finally, finally finally we’re coming to the pomt where we 
have to do something 

Does the Transportation Commission develop policy on thin gs like 
that 9 

Oh we certainly make recommendations But let s face it the 
legislature does their job They’re not going to listen to some of our 
commissioners who are laymen, not coming out of the governmental 
arena, who think they can have an impact on that kind of policy The 
legislative leadership and the administration do that, and the 
commission doesn’t really 

Let s just look at the legislature from a standpoint hke this I ve 
heard many criticisms that they’re not handling the problems of 
California Are they dealing with problems like this 9 
Yes and no The criticisms are understandable but the legislative 
action or inaction is understandable First of all, you have 
government by initiative in the last several years and you have the 
Gann spending limit passed by initiative in 1979 1 The legislature 
could raise the taxes today by a two thirds vote which is also 
required by Gann, but it couldn t spend the money because you re at 
this We re within $100 million now out of a $38 billion budget 
of the spending limit So if you raised the transportation tax 
One penny raises about $130 million If you raise your 
transportation tax about four cents, you d get $500 milli on but you 
couldn t spend the money 

Even though it doesn t come from the General Fund 9 
Couldn t spend the money Couldn t spend the money So you have 
to change the Gann limit And here comes politics m its broadest 
sense There are the health people there are the welfare people, 
there are the education people, they all want to change the limit So 


1 Proposition 4 (November 1979) 
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when you come along and say you want to change the limi t only for 
transportation, no way And there s your gridlock 
What about changing the limit altogether? 

Then you run into massive politics of all of these forces trying to get 
a piece of the pie And agam you run mto gridlock It would take a 
vote of the people That s the unfortunate thing that s happened 
today is government by initiative Some people could say it s because 
the legislature has done nothing, and the others could say that the 
initiatives have so circumscribed the process that there is very little 
of the budget left for legislative discussion So guess whose fault it is 
Howard Jarvis and Paul Gann, a couple of hucksters who made 
themselves millions of dollars selling initiatives and screwing up 
governmental processes 

A couple of remarks you made about Mr Reagan m the early part 
made me I just had a sense that they weren t approving 

What I said is that he caused Jimmy Carter Which is true And 
maybe that s good [Laughter] 

But you don't have any reflections on He was someone you 
worked with when he was governor and 
Oh I do, and that s another whole subject He s an honorable 
person As differentiated from Dick Nixon, who it was said, used to 
go for the jugular Ronald Reagan was comfortable with his own life 
Nixon was always uncomfortable, always striving for power Ronald 
Reagan didn’t need that Ronald Reagan would get angry, but he 
would never tiy to get even He didn’t fire people He wasn’t 
conspiratorial Those are all good qualities 
Right And a big difference from Nixon 

That s right They are all good quahties But he didn t know a damn 
thing about government And it took him four or five years to learn 
And it took him four or five years to get away from governing by 
knee jerk or governing by ideology In his administration the first 
two or three years were a disaster The last four or five were pretty 
good 
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Now we re talking about California 

California administration In Washington, he reverted, I think to his 
ideology too much You know m California, he damn near 
sponsored he certainly signed the most liberal abortion bill m the 
United States 1 We ve talked about that m the past He added the 8 
9,10 percent brackets to the mcome tax, 2 which when Carter came m 
office and we had inflation, caused the $5 billion surplus that Jerry 
Brown had, which m turn caused the Gann initiative 
Everything s connected 

Which m turn caused the fiasco we ve got today But when he 
became president he reverted back to his ideology m my opinion, 
much too much And everybody knows so I m not saying anything 
new he didn t really govern For him to go to Washington and 
become stridently anti abortion after he signed the California 
abortion bill is something I can t really forgive 
One more question this is just to help me on my next interview are 
you familiar with [Vigo G ] Chip Nielsen [Jr ] 9 
Sure 

He s my next interview Would there be any clues you could give me 
as to a line of questioning 9 

Chip is about fifteen years younger than I, but he certainly saw the 
same period He was an intern m 68 or 69 with Bob Monagan No, 
it was a little prior to that, because in 1969 70 we had the 
speakership for two years and Bob made him chief administrative 
officer of the assembly 
Is that a powerful job 9 

Yes You hand out parking places and telephones and typewriters 
and anything else a member wants, and you do it more or less m 
accordance with what you think the speaker would like So you 
reward your friends and you stymie those who are not friends And 
you can do that with supplies and secretaries and staff 


1 S B 462,1967 Reg Sess, Cal Stat ch 327 (1967) 

2 SB 556 1967Reg Sess Cal Stat ch 963(1967) 
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The most fascinating thing that Chip did was, he went to law 
school during this period, and then when I know you 11 know this 
but when Proposition 9 passed he decided that was going to be his 
field of law And he has created a whole industry for himself by 
practicing elections law 
That s what I understand 

Yes But he’ll know a lot of the same pattern of changes that we’ve 
talked about here today So you can see 
And have opinions on campaign reform 

Yes In fact, you may ask him whether or not Prop 9 caused this 
tremendous escalation of campaigns and also caused increasing 
partisanship because of the lack of conviviality and collegiality that 
occurred because of the changes that I spoke of 
Great We 11 wind up I thank you 

Side B] 



